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Firm - III
Like the first two firms, it was also deemed a public
limited company belonging to the chemical group which
manufactured basic drugs. It was located in an industrial
estate in the Andhra region. The unit started commercial
production in 1979. It was acquired by the entrepreneur in a
working condition. Thus it was by a change of management
that it became a joint venture unit of APSSIDC. The product
produced by it was a reserved item for small-scale industry.
The chief promoter was a post-graduate engineer and
came of a business family.
All the machinery installed in the firm was indigenous.
The raw-materials were also indigenous but one of the
important raw-materials belonged to a controlled category.
It faced stiff competition from large public enterprises and even
foreign suppliers. Since its inception the unit suffered from
one or the other problems. Due to the many formalities
stipulated by government, which were to be satisfied by pro-
moters, the unit started commercial production three years
after its registration. It faced raw-materials problem. The
District Industries Centre supplied controlled raw-materials to
the extent of 20% of the unit's requirements. The major item
produced by the firm was banned by the government because
of adverse side effects brought to light recently. The unit was
trying to make another product by introducing marginal
changes in its machinery.
Table 3.7 shows that it had suffered acumulated losses
three times its owned funds. The growth of current liabilities
was faster than the long-term loans. Consequently, working
capital was negative from the very beginning. On account of
absence of modernisation and expansion the value of machi-
nery and equipment also bad declined. All these financial
criteria indicate that the firm was in a state of closure. Table
3.8 reveals that its annual losses increased on account of poor
sales. Production suffered on account of poor supply of raw-
materials.